MORTGAGE CONDITIONS
(SCOTLAND) 2018
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Important – Please read
This document contains legal terms which apply to your mortgage. Other terms which apply to
your mortgage are set out in the application form, the offer document, the mortgage deed and
any other agreement you make with us which relates to your mortgage. It is important that you
read each document containing terms which apply to your mortgage and make sure that you
understand them. Ask your legal adviser to explain those terms before you proceed with your
mortgage.
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Deed of variation of standard conditions
WE, SKIPTON INTERNATIONAL LIMITED (registered in Guernsey as a company limited by shares
with registration number 30112 having our Registered Office at Tudor House, The Bordage, St Peter
Port, Guernsey, GY1 1WD, HEREBY DECLARE that for the purpose of loans to be made by us
secured by standard securities in our favour over heritable property in Scotland the Standard
Conditions specified in Schedule 3 to the Conveyancing and Feudal Reform (Scotland) Act 1970 shall
apply subject to the following variations, which variations shall be called the Mortgage Conditions
(Scotland) 2018.

1

Definitions and interpretation
In these General Terms, unless otherwise specified:
"Borrower"

has the meaning given in the Facility Letter;

"Business Day"

means a day (other than Saturdays, Sundays and bank
holidays) on which banks are open for normal banking
business in Guernsey and London;

"Early Repayment Date"

means the date set out in the Facility Letter on or prior to
which prepayments of the Loan may be made by the
Borrower in accordance with these General Terms;

"Early Repayment"

means the amount which may be payable by the Borrower
on making prepayments under clause 6;

"Encumbrance"

means any interest of any person including an option or preemption right, security interest, charge, bond, mortgage,
pledge, hypothecation, lien, title retention, assignment or
other arrangement having a similar effect;

"Event of Default"

any of the events set out in clause 9;

"Facility Amount"

means the amount advanced to the Borrower as set out in
the Facility Letter;

"Facility Letter"

means the facility letter issued by SIL to the Borrower setting
out the offer of facilities to the Borrower;

"Facility"

means the facility granted or to be granted by SIL to the
Borrower as detailed in the Facility Letter and subject to
these General Terms;

"General Terms"

means the general terms and conditions of lending set out in
this document, as may be amended from time to time;

"Insolvency Event"

means in respect of the relevant person:
a)
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(in the case of a company) goes into liquidation
(either voluntary or compulsory other than a
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voluntary liquidation of an solvent company for the
purpose of amalgamation or reconstruction) or if a
receiver or an administrator is appointed; or
b)

becomes apparently insolvent; or

c)

makes any arrangements with creditors; or

d)

(in the case of a company) is struck off the register of
companies or is dissolved; or

e)

(in the case of an individual) has been sequestrated,
enters into an individual voluntary arrangement or
signs a trust deed for creditors; or

f)

suffers any diligence or execution to be levied on his
goods;

g)

some event of equivalent or analogous effect to
those listed above occurs in any jurisdiction;

"interest"

means interest at the Initial Interest Rate from the date of
drawdown of the Facility until the Early Repayment Date and
thereafter at the rate or rates agreed between SIL and the
Borrower in writing, or in the absence of agreement, at SIL's
standard variable rate from time to time;

"Loan Agreement"

means the Facility Letter and the General Terms, which
together constitute the agreement between SIL and the
Borrower;

"Loan"

means the amount outstanding from time to time under the
Loan Agreement and includes all interest accrued on it;

"Mortgage"

means a first ranking standard security over the Property in
favour of SIL governed by Scottish law;

"Obligor"

means a person (other than the Borrower) providing Security
to SIL under the Loan Agreement;

"Property"

has the meaning given in the Facility Letter;

"Repayment Date"

means the last day of the Term subject to early repayment of
the Facility in full;

"Payment Makeup"

means the option selected by the Borrower and set out in the
Facility Letter, which may be:

"Related Party"
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a)

(capital and interest repayment; or

b)

interest only repayment; or

c)

a combination of both a) and b);

means:
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a)

the Borrower's spouse or civil partner;

b)

any person whose relationship to the Borrower is
analogous to that of a spouse or civil partner; or

c)

the Borrower's parent(s), brother(s), sister(s),
child(ren), grandparent(s) or grandchild(ren).

"Security"

means the item(s) of security set out in the Facility Letter, in
form and substance satisfactory to SIL;

"SIL"

means Skipton International Limited, registered in Guernsey
as a company limited by shares with registration
number 30112, having its registered office at Tudor House,
The Bordage, St Peter Port, Guernsey, GY1 6DS, Great
Britain. SIL is a wholly owned subsidiary of Skipton Building
Society. References to "SIL" include its successors,
assignees and transferees and any entity into or with which
SIL may be amalgamated or merged;

"Special Conditions"

means the special conditions, if any, set out in the Facility
Letter;

"Term"

means the period commencing on drawdown of the Facility
and expiring on the Repayment Date;

any capitalised terms not defined in these General Conditions have the meanings given to
them in the Facility Letter;
headings in this document are inserted for convenience only and shall be ignored in
construing these General Terms;
unless the context otherwise requires, words denoting the singular number only shall include
the plural and vice versa;
references to "General Terms", "clause" or a "schedule" are references to this document or
a clause in or schedule to it;
references to statutes and/or statutory provisions shall be construed as referring to such
statutes or statutory provisions as respectively replaced, amended, extended or consolidated;
references in the Loan Agreement to any document shall be construed as a reference to such
document as may be amended, supplemented, varied, substituted, novated or assigned;
references to any party to the Loan Agreement or any Security shall include a reference to
any successor company and permitted assignees and transferees;
references to a document being "certified" means certified as a true, complete and up to date
copy of the original by a director or secretary of the relevant entity or by a professional person
acceptable to SIL;
any discretion or power which may be exercised or any determination which may be made
under the Loan Agreement by SIL may (unless otherwise provided) be exercised or made in
its absolute and unfettered discretion;
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the expression "person" shall be construed to include references to any individual
person, firm, company, partnership, corporation or any agency of such person;
if the Borrower comprises more than one person, the liabilities and obligations of the Borrower
under the Loan Agreement will be joint and several.
2

Advance of the Facility Amount

2.1

The Borrower may draw down the Facility when SIL has confirmed that the conditions set out
in Schedule 1 have been met to SIL's satisfaction.

2.2

Notwithstanding the obligations in Schedule 3, in circumstances where the Borrower or a
Related Party resides in the Property or has informed SIL that they intend to do so, no
extension or addition to the Facility amount shall be permitted under this Loan Agreement
once the initial Facility has already been accepted and drawn down by the Borrower.

3

Interest

3.1

Interest will be chargeable on the Facility at the rate(s) set out in the Facility Letter.

3.2

The Borrower may select in the Facility Letter the Payment Makeup applicable to the Facility.

3.3

Interest will be calculated on the Loan at close of business each day and debited to the
Borrower's account with SIL:

3.4

3.3.1

at the end of March, June, September and December of each year; and

3.3.2

on the Repayment Date.

SIL may change the rate of interest charge at any time in order to reasonably reflect the fact
that any of the following have occurred or are about to occur, provided that SIL do not do so
for any arbitrary or improper purpose:
3.4.1

any change in the Bank Rate of the Bank of England (or any rate that replaces it);

3.4.2

any change in interest rates charged by major banks or financial institutions in the
mortgage market;

3.4.3

any change in the cost to SIL of the money it lends;

3.4.4

any event which requires a change to the interest rate in order to comply with any
rate guarantee given by SIL;

3.4.5

any change in the law, regulation or in any codes of practices applicable to SIL or the
making of a recommendation, requirement or decision made by any court, regulator
or similar body;

3.4.6

any reorganisation of SIL's business by it being acquired by or by SIL acquiring
another entity (so that customers with similar categories of agreements can be
treated in a similar way);

3.4.7

any event beyond the control of SIL; and

3.4.8

any other valid reason.

10-4684749-2

5

4

Payment Makeup

4.1

Interest only repayment

4.2

4.1.1

Payments of interest will be collected on the first Business Day of each month by
direct debit through BACs from a bank account designated by the Borrower.

4.1.2

The capital element of the Loan will be repaid in full at the end of the Term from a
source acceptable to SIL.

Capital and Interest
4.2.1

Payments of capital and interest will be collected on the first Business Day of each
month day by direct debit through BACs from a bank account designated by the
Borrower.

4.2.2

Any payments made to SIL will be applied as follows:

4.2.3

4.2.2.1

firstly, towards payments of interest due; and

4.2.2.2

any balance towards reduction of the capital element of the Loan.

SIL may vary the amount of the monthly payments deducted to reflect the amount
outstanding under the Loan, any previous payments paid or unpaid by the Borrower,
and the remainder of the Term, with a view to ensuring that the Loan is repaid by the
end of the Term.

5

Default interest

5.1

If:
5.1.1

any amount payable by the Borrower under the Loan Agreement or Security is not
paid when due; or

5.1.2

SIL demands repayment of the Loan

interest will accrue on the amount outstanding from the date on which payment is due up to
the date upon which such amount is subsequently paid, at the rate of 2% per month or such
other rate notified by SIL to the Borrower.
5.2

Such interest will accrue from day to day and shall be payable on the last Business Day of
each month (before and after decree and notwithstanding the Borrower’s insolvency).

6

Prepayments

6.1

The Borrower may prepay part of the Loan on giving not less than 5 Business Days' notice.

6.2

A prepayment made on or before the Early Repayment Date (if stated in the Loan Agreement)
shall be subject to the following conditions:
6.2.1
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The amount of any prepayment in any year shall not exceed, in total, such portion of
the Loan specified in the Facility Letter (Prepayment Allowance) in any twelve
month period commencing on the date on which the Borrower and SIL agree a new
rate of interest applicable to the Loan (Revised Rate Date), and thereafter on each
anniversary of such date.
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6.2.2

Any amount prepaid by the Borrower in excess of the Prepayment Allowance will be
subject to an Early Repayment Charge, payable on the first anniversary of the
Revised Rate Date. The Early Repayment Charge may be debited to the Borrower's
account with SIL.

6.2.3

Any unused Prepayment Allowance may not be carried forward to subsequent years.

6.3

The Borrower may make prepayments after the Early Repayment Date free of any Early
Repayment Charge.

6.4

The Borrower agrees that the amount payable in respect of the Early Repayment Charge is a
genuine pre-estimate of the loss SIL will suffer as a consequence of the prepayment of the
Loan.

6.5

Any amount prepaid may not be reborrowed by the Borrower.

6.6

Other than as set out in this clause, the Borrower may not make any prepayments.

6.7

A notice of prepayment once given is irrevocable.

7

Repayment of the Loan

7.1

The Loan will be repaid on the Repayment Date.

7.2

The Loan will become due and payable prior to the Repayment Date if:
7.2.1

an Event of Default occurs, following which SIL makes a demand for repayment of
the Loan; or

7.2.2

as a result of any change in SIL's circumstances or the laws, rules and regulations
under which SIL is bound, it becomes illegal or it ceases to be economically viable for
SIL to make or to continue to fund the Loan, and SIL notifies the Borrower that the
Loan is to be terminated with effect from a specified date.

8

Warranties and Obligations

8.1

The Borrower gives the warranties set out Schedule 2 to SIL (and so that each representation
and warranty is deemed repeated on each date on which interest is due for payment and at
such other intervals as SIL may specify by notice to the Borrower, in each case by reference
to the circumstances then existing).

8.2

The Borrower undertakes to comply with the obligations set out in Schedule 3 for the duration
of the Term and for so long as the Loan is outstanding.

8.3

If the Borrower does not comply with any of the obligations set out in Schedule 3 (in particular
relating to insurance, repair and maintenance and gas and electricity requirements) above SIL
may carry out any matter which in its view may be necessary or desirable to protect its
interest, at the Borrower's expense.

9

Event of Default

9.1

The following events are Events of Default under the Loan Agreement:
9.1.1
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the Borrower or any Obligor is in breach of the Loan Agreement or any Security; or
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9.1.2

any representation or warranty given by the Borrower or any Obligor under the Loan
Agreement or the Security or for the purpose of obtaining the Facility is or becomes
inaccurate; or

9.1.3

any Obligor giving or purporting to give notice to terminate its liability under any
guarantee in respect of the Facility; or

9.1.4

any approval, authorisation or consent required either to ensure that the Loan
Agreement and the Security are valid, binding and enforceable or to enable the
obligations of the Borrower or any Obligor to be performed, ceasing to be in full force
and effect or it becoming unlawful for the Borrower or any Obligor to perform all or
any of its obligations under the Loan Agreement or any Security, or any such
document not being or ceasing to be legal, valid and binding on the Borrower or any
Obligor; or

9.1.5

an Insolvency Event occurs in respect of the Borrower or any Obligor; or

9.1.6

the death of the Borrower or any Obligor (being an individual); or

9.1.7

any adverse change occurring in the circumstances, financial position or prospects of
the Borrower or any Obligor which, in SIL's opinion, is likely materially to affect its
ability to perform or comply with its obligations under the Loan Agreement or any
Security; or

9.1.8

the Borrower or any Obligor yields up possession of the Property.

9.2

SIL may in its discretion waive any Event of Default in whole or in part and subject to any
condition it deems appropriate in its discretion, including the provision by the Borrower of
additional security to SIL.

10

Security

10.1

To secure its obligations to SIL under the Loan Agreement, the Borrower will provide or will
procure that any Obligor will provide the Security to SIL.

10.2

SIL may from time to time require the Borrower to deliver to SIL additional items of security.

11

Costs and Fees

11.1

The Borrower shall be responsible for and shall pay on demand all fees, charges, expenses
(including, where applicable, LBTT, land tax and land registration fees), liabilities and legal
and other costs incurred or charged by SIL, its agents and advisors in connection with:
11.1.1 the preparation, negotiation, completion, registration, re-registration (if applicable)
administration, protection, termination (however it shall occur) and enforcement
(including costs of any proceedings) of the Loan Agreement and the Security;
11.1.2 the review and approval (or otherwise) of any tenancy/licence agreements in respect
of the Property;
11.1.3 the exercise by SIL of its rights and powers under the Loan Agreement and any
Security;
11.1.4 the enforcement of any Security including SIL's possession of the Property as
heritable creditor.
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11.2

The Borrower will pay the Arrangement Fee upon signing of the Facility Letter. The
Arrangement Fee once paid is not refundable regardless whether the Facility is drawn down.

11.3

Any amount due from the Borrower in respect of costs and fees is payable on demand, or will
be added to the Loan at the discretion of SIL.

12

Changes to General Terms

12.1

SIL may change these General Terms in order to reasonably reflect the fact that any of the
following have occurred or are about to occur, provided that SIL do not do so for any arbitrary
or improper purpose:
12.1.1 any material change in conditions in or affecting mortgage markets;
12.1.2 any change in the lending practices of banks and other financial organisations
offering similar services (including the terms on which they offer such services);
12.1.3 any change in the law, regulation or in codes of practice or the making of a
recommendation, requirement or decision by any court, regulator or similar body;
12.1.4 any change to the systems SIL use to manage its accounts, including changes in the
technology it uses;
12.1.5 any reorganisation of the business undertaken by SIL following it being acquired by or
by SIL acquiring another bank or organisation (so that customers with similar
categories of agreements can be treated in a similar way);
12.1.6 any event beyond the control of SIL;
12.1.7 if the substitution of Sterling by the Euro results or will result in the opinion of SIL in a
change in money market conditions; and
12.1.8 any other valid reason.

12.2

SIL will give the Borrower 30 days' written notice of any changes to these General Terms.

13

Right of Set-Off

13.1

Any moneys standing to the credit of the Borrower with SIL on any account may at any time
be applied by SIL (without notice) in or towards the payment or discharge of any money or
liabilities then due or owing to SIL by the Borrower.

13.2

The Borrower may not exercise any set-off in respect of the Loan.

14

General

14.1

No warranty by SIL
SIL does not give any warranty as to the purchase price, value or condition of the Property.

14.2

Payments
All payments to be made by the Borrower under the Loan Agreement shall be made in
cleared funds and without set off, counterclaim, deduction or withholding, including for or on
account of tax unless the Borrower is required by law to make such a payment subject to the
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deduction or withholding of tax, in which case the sum payable by the Borrower in respect of
which such deduction or withholding is required to be made shall be increased to the extent
necessary to ensure that, after the making of such deduction or withholding, SIL receives and
retains (free from any liability in respect of any such deduction or withholding) a net sum
equal to the sum which it would have received and so retained had no such deduction or
withholding been made or required to be made.
14.3

Assignment and Transfer
14.3.1 SIL may assign any of its rights or transfer its obligations under the Loan Agreement
and the Security without the consent of the Borrower or any Obligor. If a transfer or
assignment by SIL takes place the Borrower and any Obligor will become bound to
the transferee or assignee in the same way as they are bound to SIL, SIL will be
released from any further obligation to the Borrower and any Obligor in respect of the
interest transferred or assigned.
14.3.2 The Borrower consents to SIL disclosing to any actual or potential assignee,
transferee, chargee, sub-participant or other contracting or interested party any
information which any such person would reasonably be expected to be given in the
circumstances, including information contained in the application for the Facility,
supporting documentation provided by the Borrower or the Obligor, information or
documents relating to the Facility or Security and the history and conduct of the
Facility.
14.3.3 The Borrower may not assign any of its rights or transfer its obligations under the
Loan Agreement and the Security.

14.4

SIL's Certificates
SIL's certificates and any determinations given or made by SIL as to the amounts payable by
the Borrower under the Loan Agreement and any Security is conclusive and binding on the
Borrower in the absence of manifest error.

14.5

Severability and Release
14.5.1 If any part of the Loan Agreement become invalid or unenforceable in any way under
any law, the validity of the remaining terms will not in any way be affected or
impaired. If any invalid or unenforceable terms would not be invalid or unenforceable
if its form or effect were modified in any way, it will be deemed to have such modified
form or effect if SIL consents to such modification.
14.5.2 If any term of the Loan Agreement is unenforceable against any Borrower (if there is
more than one Borrower) the remaining Borrower(s) will be not be released from their
obligations to SIL under the Loan Agreement or any Security.

14.6

Waiver of Rights
No failure to exercise or single or partial exercise and no delay in exercising on the part of SIL
any right, power or privilege under the Loan Agreement will operate as a waiver of any of
SIL's rights.
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14.7

Remedies cumulative
The rights, powers and remedies provided in the Loan Agreement are cumulative and not
exclusive of any rights, powers and remedies provided by law.

14.8

Regulatory
Nothing in the Loan Agreement shall be construed as SIL carrying on any activity which is
regulated in the United Kingdom and SIL is not required to take any action or accede to any
request of the Borrower under the Loan Agreement to the extent that such action or
accession may cause SIL to be carrying on an activity which is regulated in the United
Kingdom.

15

Conflicts
If there is any conflict between these General Terms and the Facility Letter, the Facility Letter
shall prevail.
If there is any conflict between these General Terms and the Mortgage Conditions (Scotland),
the Mortgage Conditions (Scotland) shall prevail.

16

Notices

16.1

Notices under the Loan Agreement must be in writing and may be delivered personally, sent
by post or facsimile, and will be deemed to be received:
16.1.1 by the Borrower:
16.1.1.1 if delivered personally: on the day of delivery if it is a working day in the
place which it is delivered, or otherwise at the start of the next Business
Day;
16.1.1.2 if sent by pre-paid post to the Borrower’s last known address in the Bailiwick
of Guernsey, Bailiwick of Jersey or the United Kingdom: at midday on the
second Business Day following posting;
16.1.1.3 if sent by pre-paid airmail to the Borrower’s last known address outside the
Bailiwick of Guernsey, Bailiwick of Jersey or the United Kingdom: at midday
on the fifth day after posting;
16.1.1.4 if sent by facsimile to the Borrower’s number last known to SIL: at the time
of transmission during normal business hours in the place of receipt, on a
working day in the place of receipt, or otherwise at the start of the next
working day in the place of receipt
16.1.2 by SIL: only upon actual receipt by SIL at its place of business at:
Tudor House, The Bordage, St Peter Port, Guernsey, GY1 6DS.
Facsimile No: +44 1481 712279
Marked for the attention of: the Mortgage Department

16.2

Any notice from SIL is effective despite the death, dissolution or liquidation of the Borrower.
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16.3

If there is more than one Borrower, a notice served on any one Borrower is binding on all the
persons comprising the Borrower.

16.4

The date on the duplicate of the notice retained by SIL is conclusive proof of date of posting.

17

Jurisdiction and Governing Law
The Loan Agreement shall be governed by and construed in accordance with the laws of the
Guernsey. The Borrower and SIL hereby agree, for the exclusive benefit of SIL, to submit to
the jurisdiction of the courts of the Scotland to settle any disputes which arise out of or in
connection with the Loan Agreement.
Legal matters relating to the standard security over the Securty property is governed by
Scottish law
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Schedule 1
Conditions to Drawdown
The following documents in form and substance satisfactory to SIL:
1

Facility and Security Documents

1.1

signed Facility Letter;

1.2

signed and completed Security documents;

1.3

all share certificates and blank share transfers relating to the security interest agreement, if
applicable;

1.4

signed notices relating to the Security, if applicable;

1.5

any other documents or matters required by SIL in connection with the Loan Agreement and
any Security;

2

Property

2.1

a report on title to the Property satisfactory to SIL from SIL's legal advisors showing among
other things that all necessary searches and enquires have been made and that the Borrower
will at the date of advance of the Facility have good and marketable title to the Property;

2.2

a RICS surveyor's report addressed to SIL as to the condition and value of the Property
(including reinstatement value);

2.3

copy of the Buildings Insurance policy including cover for subsidence and insuring the
Property against, amongst other things, fire, damage or loss arising from the acts or
omissions of the tenant for the full replacement value of the Property (including a
reinstatement value at least equal to the amount recommended by SIL's surveyor and
confirmation that SIL's interest is noted as heritable creditor on the relevant policy;

2.4

a copy of the tenancy agreement pursuant to which the Property is to be occupied, including
(where the Property is let on a short assured tenancy) evidence of service of an "AT5" on the
tenant of any such occupational lease;

2.5

evident of compliance with an appropriate tenancy deposit scheme

3

Mandates and Instructions

3.1

completed direct debit from the Borrower's bank account;

3.2

completed mandate for an account of the Borrower at SIL;

4

In relation to a corporate Borrower or Obligor

4.1

a certificate of incumbency with specimen signatures of all officers of the Borrower and
Obligor;

4.2

a certified copy of the memorandum and articles of incorporation or association or other
constitutive documents of the Borrower and Obligor;
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4.3

a certified copy of the Certificate of Incorporation or registration of the Borrower and Obligor
and a certificate of good standing of the Borrower and Obligor;

4.4

resolutions of the directors of the Borrower and Obligor approving the terms of the Loan
Agreement and any Security and authorising its execution on behalf of the Borrower or
Obligor by one or more persons;

4.5

such other resolutions, alterations to the constitutional documents and other acts required by
SIL to create, perfect, register or complete the Security;

4.6

if the Borrower or Obligor is a corporate entity or a partnership or some other uncorporated
entity, a legal opinion from SIL's legal advisors on, amongst other things, the capacity of the
Borrower or Obligor to enter into the Loan Agreement and the Security, as applicable.

5

In relation to a corporate trustee Borrower or Obligor

5.1

a certified copy of the memorandum and articles of incorporation or association or other
constitutional documents of the trustee;

5.2

a certified copy of the certificate of incorporation or registration of the trustee;

5.3

a certified copy of the documents constituting the trust, instruments of appointment of trustee,
amending instruments and any ancillary documents relating to the trust;

5.4

resolutions of the trustee approving the terms of the Loan Agreement and any Security and
authorising its execution on behalf of the trustee by one or more persons;

5.5

a legal opinion from SIL's legal advisors on, amongst other things, the capacity of the trustee
to enter into the Loan Agreement and the Security, as applicable;

6

Other

6.1

such other resolutions, alterations to the constitutional documents and other acts required by
SIL to create, perfect, register or complete the Loan Agreement and Security;

7

Fees

7.1

Payment of SIL's legal and other costs, fees (including its arrangement fees) and charges in
respect of the preparation, negotiation and completion (and registration where necessary) of
this Facility and the Security, of such amount to be notified by SIL to the Borrower.
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Schedule 2
Representations and Warranties
The Borrower confirms and warrants to SIL that:
1

the Borrower has full power and authority to borrow the Facility and perform the obligations
under the Loan Agreement and Security and has taken all necessary corporate and other
action to authorise their execution and performance;

2

the Loan Agreement and the Security constitute the legal and binding obligations of the
Borrower enforceable in accordance with their respective terms;

3

the Borrower's execution of, its borrowing, the performance of its obligations and the exercise
of any of the Borrower's rights under the Loan Agreement and the Security do not and will
not:
3.1

infringe any law applicable to it or the Borrower’s memorandum and articles of
association or incorporation, or other constitutive documents; or

3.2

result in any breach of any agreement or obligation binding on the Borrower or
any of the Borrower's assets; or

3.3

result in the existence of, nor oblige the Borrower to create, any Encumbrance
(other than in favour of SIL) over the Borrower's assets, present or future;

4

there are no Encumbrances affecting any of the assets of the Borrower other than those (if
any) specified in the Facility Letter;

5

no Event of Default or potential Event of Default has occurred and is continuing;

6

there are no legal or other proceedings (including any Insolvency Event) pending or
threatened before any court, tribunal, commission or other regulatory authority involving the
Borrower;

7

the work undertaken in respect of the Property is in compliance with the terms of all licences,
approvals and consents issued by the relevant authorities and all applicable laws and
regulations (including environmental laws and regulations);

8

the Borrower has good unencumbered title to the Property, and such property has been
acquired for good and valuable consideration, and not at an undervalue;

9

all information provided by or on behalf of the Borrower to SIL for the purpose of obtaining the
Facility was true, complete and accurate in all material respects at the time it was provided;

10

the most recent financial statements (if any) provided by the Borrower give a true and fair
view of the state of affairs of the Borrower and disclose all liabilities and unrealised or
expected losses of the Borrower;

11

since the date to which the most recent financial statements (if any) was prepared, the
Borrower has not incurred (other than in the ordinary course of trading) any material liability
(actual or contingent);

12

each Obligor has the necessary ability and/or corporate power and authority to execute and
observe its obligations under the Security all of which constitute its valid and binding
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obligations and no Obligor is or would be in breach of any laws applicable to it or contractual
arrangement of whatsoever nature by reason of its execution and performance of the
Security;
13

14

at the time of entering into the Loan Agreement, where the Borrower is:
13.1

an individual or individuals, they are not normally resident in the United Kingdom;

13.2

a trustee, none of the beneficiaries are normally resident in the United Kingdom;
or

13.3

a company or partnership, it is not incorporated or otherwise deemed to be
established in the United Kingdom.

the Borrower understands and accepts that in providing the Facility, SIL shall not be
construed as carrying on any activity which is regulated in the United Kingdom and SIL will
not be required to take any action or accede to any request of the Borrower to the extent that
such action or accession may cause SIL to be carrying on an activity which is regulated in the
United Kingdom.
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Schedule 3
Property covenants
The Borrower undertakes that:
1

the Borrower will, or will ensure that the relevant Obligor will, obtain, maintain and comply with
the terms of a suitable buildings insurance policy, appropriate for a property that is let, for a
sum insured to cover the full reinstatement value of the Property (for at least such risks
including cover for subsidence and for such sum assured as SIL shall specify), with SIL's
interest noted;

2

the Borrower will promptly provide to SIL a copy of the insurance policy upon SIL's request at
any time;

3

the Borrower will, or will ensure that the relevant Obligor will, put and maintain the Property
(including all fixtures) in good and substantial repair and condition and will not allow the
Property to lapse into a state of disrepair;

4

the Borrower will, or will ensure that the relevant Obligor will, ensure that the electrical and
gas installations at the Property meet all current regulatory requirements and that all
necessary certificates are obtained and renewed when necessary;

5

the Borrower will ensure that if any furnishings are let or otherwise left at the Property during
any tenancy, they fully comply with all fire and safety regulations;

6

the Borrower will not, and will procure that the relevant Obligor will not, allow any
Encumbrance to be created over, nor sell lease or otherwise part with possession or
occupation of the Property or any interest in the Property without the prior consent of SIL;

7

if the Borrower is:
7.1

an individual, he will not, nor intends to, occupy the Property or allow any Related
Party to occupy the Property; or

7.2

a trustee, it will not, nor intends to, allow the Property to be occupied by a
beneficiary of the trust or any Related Party of a beneficiary.

8

any occupation of the Property by a tenant will be subject to either a short assured tenancy or
a private residential tenancy agreement in a form previously approved by SIL prior to the start
of the tenancy;

9

if the Property is subject to a tenancy agreement at the date of drawdown of the Facility; the
Borrower will submit to SIL a copy of the tenancy agreement executed by the tenant or a draft
of the proposed tenancy agreement executed by any tenant, for the approval of SIL;

10

any tenancy agreement or licence or draft must contain clauses setting out, amongst other
things, the amount of rent payable, provision for its periodic review, the term of the proposed
lease, the right of re-entry by the Borrower or the relevant Obligor in the event of nonpayment of rent or breach of covenant, and additional suitable obligations regarding
maintenance and repair of the Property. No premium shall be payable by the tenant or
licensee. Suitable clauses must be included ensuring that the tenant or licensee is aware of
SIL's interest in the Property and deferring to all SIL's rights in the event of enforcement of the
Mortgage;
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11

the Borrower will do and cause to be done all things necessary or expedient for the
protection, enforcement or maintenance of any rights of interest of SIL in the Property,
including, amongst other things, the right to enter and take possession of security upon
default.
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